Crompton & Knowles Corporation 



Annual Reoort 1973 


Highlights of 


1973 

1972 

Net sales . 

. . . $122,863,000 

$121,686,000 

1973 

Earnings before taxes 

. . . 8,214,000 

7,990,000 

Net earnings. 

. . . 4,360,000 

4,121,000 


Stockholders' equity—end of year 

. . . 44,760,000 

45,552,000 


Average shares outstanding . 

Per common share: 

. . . 2,120,191 

2,130,707 


Net earnings: 




First quarter .... 

. . . $ .44 

$ .42 


Second quarter .... 

. . . .54 

.50 


Third quarter .... 

... .32 

.29 


Fourth quarter .... 

. . . .66 

.58 


Total for year 

. . . $ 1.96 

$ 1.79 


Dividends paid .... 

. . . .80 

.80 


Stockholders' equity 

. . . 19.75 

18.57 

Cover: Crompton & Knowles' 
creative chemistry and its 

Number of stockholders . 

. . . 4,300 

4,200 

engineering excellence are 
symbolized by molecular 
structure of patented red dye. 

Number of employees 

. . . 2,500 

2,600 





Crompton & Knowles' new high speed shuttleless weaving machine. 














































To Our Stockholders 


To Our Stockholders: 

Crompton & Knowles' earnings in 1973 rose to 
$1.96 a share, a 9% increase over 1972. Earnings 
per share in all four quarters were higher than for 
the comparable quarters in the past ten years. 

Sales were $122,863,000, a new high, despite 
market changes resulting from material shortages. 
This was better than 1972's total of $121,686,000 
which included $5,642,000 of sales of three 
divested operations that are not included in the 
1973 financial results. Foreign sales reached a 
record level of $24 million. 

Specialty Chemicals 

The specialty chemicals group had a creditable per¬ 
formance despite a number of external factors that 
adversely affected the entire industry. Domestic 
sales of dyes were disappointing because of short¬ 
ages of synthetic fibers, particularly nylons. Costs 
rose because of the scarcity of chemical intermedi¬ 
ates used in the manufacture of dyes and because 
of changes in foreign exchange rates. Increased 
pollution control costs also were incurred during 
the year. Price increases to offset these rising 
costs were generally precluded by market condi¬ 
tions, including the impact of price controls. 

Machinery 

Machinery and automotive component operations 
showed substantially improved sales and earnings 
in 1973. Plastics machinery sales established a 
new record last year, with earnings rising sharply. 
Textile machinery operations also showed im¬ 
provement, based on excellent demand for some 
types of machines and improved cost control. 
With demand for light truck parts continuing 
strong, the automotive components business en¬ 
joyed another good year as an important supplier 
in the field. Packaging machinery results were 
lower, but improved order activity in the fourth 
quarter continues to date. 



Mr. Graziano 


Product Development 

During 1973, the Company continued to expand 
its product development program, spending $2.9 
million for this purpose, a 21% rise over 1972. 
More importantly, 1973 was marked by the intro¬ 
duction of several new products with major market 
potential. New weaving machines shown for the 
first time in October are expected to improve sig¬ 
nificantly the productivity in weaving multicolored 
apparel and terry fabrics. Crompton & Knowles' 
new System 101 extruder, a major breakthrough 
in the plastics processing field, was introduced in 
November. 

In specialty chemicals Crompton & Knowles 
developed an improved line of dyes for the 
differential dyeing of nylon carpets, the process 
which simultaneously produces the popular multi¬ 
color effect in a single dye bath. A line of colors 
was developed and introduced for polypropylene 
fibers, which are expected to enjoy greater 
growth because of shortages of other synthetics. 
Four new colors offering advantages in brightness 
and color fastness were added to our line of 
























disperse dyes for the rapidly growing polyester 
fibers market. 

The completion in December 1973 of the new 
addition to our dyes and chemicals laboratory and 
the expansion of the staff of research scientists 
and technicians are important steps toward com¬ 
plete self-sufficiency in the development of new 
specialty chemicals. 

Finance 

Several major actions were taken during the year 
to strengthen Crompton & Knowles' financial 
condition. Approximately one-half of the $6 
million of preferred stock issued in 1971 as part 
of the purchase price of Intracolor dye business 
was redeemed. On January 11, 1974, another $1 
million was retired. 

The Company's financial structure has been sub¬ 
stantially improved by a new eight-year, $10 
million term loan agreement concluded with a 
group of banks in February 1974. This loan made 
funds available to retire the $9.6 million balance 
outstanding under our previous revolving credit 
agreement. The new term loan has a fixed interest 
rate of 8 3 /s% per annum without compensating 
balances and is payable in quarterly installments 
of $250,000 beginning April 1974. The revolving 
credit agreement provided for principal payments 
of $800,000 quarterly beginning in October 1974 
and an interest rate of y 2 % per annum over the 
prevailing prime rate plus compensating balances. 
An additional $5 million of credit is available 
under a standby loan agreement also signed in 
February 1974. 

A strong working capital position at the end of 
1973 was reflected by a current ratio of 3.3 to 1. 
All domestic short term borrowings had been 
repaid. Cash balances were higher to provide for 
the planned redemption of $1 million of pre¬ 
ferred stock in early 1974. It was necessary to 
increase inventories because of raw material 
shortages in some critical areas 


Plant improvements in 1973 totaled $2.1 million, 
more than double the 1972 figure. Funds were 
spent chiefly for the new dyes and chemicals 
research laboratory and pollution control systems. 

Corporate Responsibility 
Corporate policy has been established on environ¬ 
mental and energy matters, detailed audits made 
of operations, and action taken where required. 

At our dye manufacturing plants, we have in¬ 
stalled effective waste treatment systems. Tech¬ 
nology for this and related efforts was developed 
by Crompton & Knowles. At our Worcester, 
Massachusetts textile machinery plant we plan to 
install new electric furnaces designed to reduce 
foundry pollution sharply. The Company has 
committed approximately $2 million for pollution 
control in 1973 and 1974. 

To help conserve energy, we have initiated pro¬ 
grams which have achieved substantial efficiency 
and resulted in cost savings. 

Outlook 

Crompton & Knowles should benefit from the 
steps taken to improve sales and earnings during 
the past fiscal year. New products are ready to 
serve our markets. Manufacturing operations are 
more efficient. Our financial condition is sound. 
Experienced talent added to our management 
group strengthens our ability to accomplish 
growth plans. 

Our machinery backlog at the close of 1973 of 
$26.9 million was 47% higher than that of a year 
ago. New orders are continuing at relatively high 
levels. Prospects appear to be improved for a 
growing number of our specialty chemicals 
products. 

Although the economic outlook has many uncer¬ 
tainties, we anticipate continuing earnings growth 
for Crompton & Knowles in 1974. 



February 19, 1974 Frank J. Graziano 

President 
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Specialty Chemicals 

Sales $66,555,000 

Dyes and auxiliary chemicals for textiles of synthetic 
and natural fibers, paper products and leather 
applications 

Flavors and colors for soft drinks, liqueurs, candies, 
meats, bakery and dairy products and 
pharmaceuticals; fragrances for perfumes and 
cosmetics 

Colors for plastics products 

Waste water from dye 

Organic chemicals for dyes, agricultural and 

manufacturing plant is 

industrial uses 

purified in new pollution 

Major facilities located in Georgia, New Jersey, 

control system developed 

North Carolina, Pennsylvania, Belgium and the 

by Crompton & Knowles. 

Netherlands 
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Sales of specialty chemicals products increased in 1973 
for the fourteenth consecutive year. Earnings were 
lower than those of 1972 because of the effect of 
customer material shortages, increased costs and price 
controls. 

Textile Dyes and Chemicals 

The textile dyes and chemicals division performed well 
in the face of shortages of synthetic fibers, particularly 
nylons, experienced by the U.S. textile industry. These 
shortages resulted in the substitution of other types of 
fibers which required lower margin dyes and caused 
domestic dye sales to soften somewhat. Other factors 
affecting the financial performance were the increase 
in the practice of exporting undyed fabrics for finishing 
in foreign countries and the growth in popularity of 
lighter shades using less dye per yard of fabric. 

Softer domestic dye sales were accompanied by pre¬ 
cipitous cost increases for raw materials and for finished 
products imported for resale. World-wide shortages of 
chemical intermediates caused sizable increases in the 
prices of these raw materials. The Company was able 
to reduce the impact of price rises to some extent by 
increasing inventories as prospects of scarcities became 
apparent. Currency revaluations resulted in higher costs 
of imported finished products sold in the U.S. market. 
The Company's pollution control program also substan¬ 
tially increased operating costs. 

Cost increases incurred by the domestic dye division 
could not be fully recovered because of market condi¬ 
tions and the effect of price controls. 

Although domestic dye sales were somewhat disap¬ 
pointing, export sales increased by more than 80%. 


The export sales rise reflects the vigorous program 
conducted by the Company to expand its inter¬ 
national marketing operation in the textile dyes and 
chemicals field. The increase also was aided by cur¬ 
rency revaluations, which helped make U.S. manu¬ 
factured products more competitive in world markets. 
Earnings from dye exports also rose in 1973. 

Althouse Tertre, S.A., Crompton & Knowles' Belgian 
dye manufacturing and marketing organization, had 
another year of significant sales growth. In 1973, 
Althouse Tertre introduced to the European market a 
number of new dyes for nylon and other synthetic 
fibers adapted from products successfully marketed by 
Crompton & Knowles in the United States. 

A major expansion of Crompton & Knowles' specialty 
chemicals research and development capability was 
begun in 1973. The completion of a new laboratory 
wing in December tripled the size of the dyes and 
chemicals research facility. This new addition allows 
increased research on disperse dyes, reactive dyes, 
fluorescent whitening agents and other products ac¬ 
quired with the purchase of the Intracolor dye business 
in late 1971. The enlarged laboratory will also be 
equipped to conduct research in other product areas. 

The research department was reorganized in 1973 into 
separate dyes and chemicals sections. The reorganiza¬ 
tion will strengthen the Company's dye research pro¬ 
gram and make possible increased research into other 
specialty chemicals for the textile, paper and leather 
industries. Senior research personnel were added to the 
staff during the year and similar additions are planned 
for 1974. 
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A number of newly developed dyes were introduced to 
the market in 1973. Included were additional acid 
colors to reinforce Crompton & Knowles' leading posi¬ 
tion in dyes for nylon fibers, improved disperse colors 
designed to strengthen the Company's position in the 
large market for polyester fiber dyes, and new colors for 
the rapidly developing market in dyes for polypropy¬ 
lene fibers. 

Industrial Dyes and Chemicals 
Orlex Dyes and Chemicals Corporation, Crompton & 
Knowles' chemicals marketing subsidiary, reported ex¬ 
cellent results in 1973. Earnings increased substantially 
on sales somewhat higher than those of 1972. These 
advances were achieved despite the effects of world¬ 
wide shortages of intermediates and other chemicals. 
Orlex was also able to provide the Company's domestic 
dye manufacturing plants with adequate supplies 
throughout this period. 

The industrial dyes and chemicals division serving 
paper, leather and other industrial markets showed an 
increase in sales in 1973. A major reason was a sharply 
rising demand for the Company's disperse dyes used in 
the printing ink industry. 

Plastics Colors 

Crompton & Knowles' plastics color operation increased 
sales and earnings in 1973 for the third consecutive 
year. Major factors contributing to this record per¬ 
formance were an improved marketing operation, the 
addition of new non-color additive products and in¬ 
creased export sales. The planned expansion of the 
Somerset, New Jersey plant in 1974 will provide the 
production capacity necessary for continued growth. 

Food, Drug and Cosmetic Materials 

European sales of flavors and food colors rose in 1973. 
An increase in export sales from the Belgian manufac¬ 
turing plant was particularly encouraging. U.S. food 
color sales in 1973 were lower than 1972 levels, how¬ 
ever, as the result of a decision to use more manufac¬ 
turing capacity for production of textile dyes having a 
better profit margin. 


Crompton & Knowles expands its dye research capability 
◄ with the completion of the new specialty chemicals 
research laboratory. 



Crompton & Knowles flavors add to the 
enjoyment of many foods and beverages. 
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Machinery and 
Components 

Sales $56,308,000 

Textile machinery for apparel fabrics, home 
furnishings and industrial textiles 

Wire and plastics extrusion systems for insulated 
wire and cable, plastic and rubber products 

Packaging machinery for foods, pharmaceuticals, 
cosmetics, paper and industrial products 

Automotive components for light trucks 

Major facilities located in Connecticut, Illinois, 

Massachusetts, North and South Carolina, Rhode 

Island and Ontario 

New System 101 extruder 
saves labor, start-up time, 
raw materials. 
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A better climate for capital spending and closer cost 
control provided the basis for a substantial improvement 
in the financial results of machinery and automotive 
components operations in 1973. Shipments from con¬ 
tinuing operations increased by approximately $3.7 
million from 1972 levels. Order backlogs were built 
steadily to a total of $26.9 million by the year-end. 

Plastics Machinery 

Sales of the plastics machinery group rose to a new 
record in 1973 and earnings were sharply improved 
over those of 1972. Sales of wire insulating systems 
were particularly strong, with orders rising to more than 
twice the level of 1972. Sales of plastics processing 
equipment also increased over the previous year. Export 
sales added significantly to volume for both lines. 

Increased revenues from operations in foreign countries 
contributed to the performance of the plastics machinery 
group in 1973. Nihon Davis-Standard Limited, Cromp¬ 
ton & Knowles' Far Eastern joint venture which manu¬ 
factures and markets wire insulating systems, increased 
its sales and established a new record for orders re¬ 
ceived. Royalty income received from Nihon Davis- 
Standard rose along with the Company's share of the 
net earnings. Hobbs-Williams Machinery Limited, the 
Canadian plastics machinery subsidiary, reported record 
operating earnings on higher sales. 

Several new plastic machinery products were intro¬ 
duced to the market during 1973. The most important 
was the System 101 extruder, a breakthrough improve¬ 
ment over conventional extruders. By making precise 
temperature control possible in the extrusion process 
for the first time, the new system produces extrusions 
of increased dimensional stability. This saves labor, 
start-up time, scrap and the amount of polymer used. 
Polymer savings are important because of current resin 
shortages. A new automatic high-speed machine mar¬ 
keted in 1973 continuously winds insulated telephone 
wire at speeds of up to 8,000 feet per minute. 

Textile Machinery 

Textile machinery financial results in 1973 improved 
over those of 1972. All operating units experienced in¬ 
creased profitability. The Company also benefited from 
the divestiture of several marginal machinery operations. 

Demand for both fiber processing and textile finishing 
equipment was strong. Domestic shipments increased 
appreciably as compared with 1972. Currency revalua¬ 
tions early in 1973 improved the competitive position 
of these products in foreign markets, resulting in a 
number of orders from new customers. 

Weaving machinery division operating earnings im¬ 
proved over 1972, despite the lowest sales of broad 
looms since the 1930's. This was accomplished by 
rigid cost controls and increased sales of narrow fabric 
looms and weaving machinery repair parts. Toward the 
end of the year, export demand for broad looms im¬ 
proved with several sizable orders received for ship¬ 
ment in 1974. 


New needle loom doubles speed of weaving narrow fabrics. 


Sophisticated electronic controls boost productivity of 
Crompton & Knowles machines. 
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The Company's substantial progress in new product 
development promises to improve the profit prospects 
of the weaving machinery division. In October 1973 
Crompton & Knowles introduced the largest number of 
new weaving machines in its history at the International 
Textile Machinery Exhibition. The most important were 
three high-speed shuttleless weaving machines which 
produce broad width fabrics at speeds more than 50% 
faster than present models and are among the most 
advanced in the industry. Completely new designs 
increase productivity by use of faster and quieter 
air-actuated projectiles as the means of inserting 
filling yarns to form woven fabrics. These shuttleless 
machines are believed to have major market potential 
for weaving apparel and home furnishings fabrics. 

Four new narrow fabric needle looms with improved 
capabilities, also introduced at the Exhibition, strengthen 
Crompton & Knowles' leading position in this market. 
Two new fiber processing machines produce more 
precise combinations of synthetic and natural fibers 
and offer greater flexibility than previous equipment. 
In textile finishing machinery, a new singeing range for 
knits and stretch wovens was introduced to take ad¬ 


vantage of the growing use of spun yarns in the 
manufacture of these fabrics. 

Automotive Components 

Earnings of Crompton & Knowles' automotive compo¬ 
nents business improved in 1973 on slightly lower 
sales than in 1972. More effective cost controls and 
improved production efficiencies contributed to better 
operating results. Crompton & Knowles continues to 
produce at near capacity levels axles and steering 
components for the light trucks of one of the major 
automobile manufacturers. 

Packaging Machinery 

Sales of packaging machinery in 1973 were close to 
the 1972 level but operating profits were lower because 
of the irregular pattern of orders received during the 
year. A major order for a newly developed automatic 
ammunition loading system shipped at the end of the 
year offset somewhat the depressed results experienced 
earlier. Market conditions also have improved since the 
end of the fiscal year, increasing the backlog of orders 
to be shipped in 1974. 

Crompton & Knowles' new shuttleless weaving machine, 
among most advanced in industry, speeds fabric 
manufacturing. 
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Supplementary 

Financial 

Dare 


Sales 

Sales in 1973 by major product classes compared with 1972: 


Fifty-two 

weeks ended Year ended 
December 29, December 31, 
1973 1972 

Specialty chemicals .... 

Machinery and components: 

Textile machinery .... 

Plastics and packaging machinery 
Automotive components 

Total sales. 


$ 66,555,000 

26,391,000 
23,032,000 
6,885,000 
$122,863,000 


$ 63,478,000 

31,231,000 

19,913,000 

7,064,000 

$ 121 , 686,000 


The chart on page 10 shows five years' growth of specialty chemicals 
volume to the present level of 54% of total sales. Textile machinery 
sales were 21 % of total sales, the smallest percentage in the history of 
the Company. Sales for 1972 include $5,642,000 applicable to textile 
machinery businesses since divested. 

Sales of consumable products in 1973 reached a new high, reinforcing 
the Company's independence from fluctuating capital goods cycles: 


Sales of consumable 
products: 

Specialty chemicals 

Machinery repair 
parts, automotive 
components 
Total . 

Sales of capital goods: 

Textile, plastics 
and packaging 
machinery . 
Total sales 


Fifty-two 
weeks ended 
December 29, 
1973 

% of 

Amount total 


$ 66,555,000 


24,380,000 
90,935,000 74% 


31,928,000 26% 

$122,863,000 100% 


Year ended 
December 31, 
1972 

%of 

Amount total 


$ 63,478,000 


25,216,000 
88,694,000 73% 


32,992,000 27% 

$ 121 , 686,000 100 % 


Export and foreign sales were $24,323,000 in 1973, 20% of total sales. 
Comparable figures in 1972 were $20,124,000 and 17%. 
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Earnings 

Net earnings from specialty chemicals 
operations were $3,482,000 in 1973,80% 
of the total for the Company. Machinery 
operations in 1973 earned $878,000 com¬ 
pared with $77,000 in 1972. 

Balance Sheet 

Working capital at December 29, 1973 
totaled $38,690,000 and the working 
capital ratio was 3.3. Equity of holders of 
common stock increased to $41,760,000 
at December 29, 1973 from $39,585,000 
at the end of the preceding year. 

Long-term capital employed at the end of 
1973 was $65,025,000 consisting of 69% 
stockholders' equity and 31% long-term 
debt. 

Dividends 

Cash dividends were paid quarterly on 
common stock at the rate of 80 cents a 
share annually. Cash dividends have been 
paid annually for over sixty years except 
1932 and on a regular quarterly basis 
since 1958. 

Backlog 

Backlog of customers' orders for new 
machinery and truck components at De¬ 
cember 29,1973 totaled $26.9 million, up 
47% from $18.3 million at the end of last 
year. 

Orders for specialty chemicals and ma¬ 
chinery repair parts are filled from inven¬ 
tory and are excluded from backlog. 


NET EARNINGS (thousands of dollars) 



□ MACHINERY ■ CHEMICALS 


MAJOR PRODUCTS AS PERCENT OF TOTAL SALES 



□ PLASTICS AND PACKAGING MACHINERY. AUTOMOTIVE AND OTHER PRODUCTS 
■ TEXTILE MACHINERY ■ CHEMICALS 
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Consolidated earnings and retained earnings 


Years ended December 29, 1973 and December 31, 1972 





1973 

1972 

Revenue 

Net sales. 

. $122,863,000 

$121,686,000 


Royalties, commissions and other income .... 

1,590,000 

1,413,000 


Total revenue. 

124,453,000 

123,099,000 

Costs and Expenses 

Cost of products sold. 

88,574,000 

87,884,000 


Selling, general and administrative. 

22,400,000 

21,944,000 


Depreciation and amortization. 

2,272,000 

2,404,000 


Interest. 

2,290,000 

1,894,000 


Other. 

703,000 

983,000 


Total costs and expenses. 

116,239,000 

115,109,000 


Earnings before taxes. 

8,214,000 

7,990,000 


United States, foreign and state income taxes (note 7) . 

3,854,000 

3,869,000 


Net earnings. 

4,360,000 

4,121,000 

Retained Earnings 

Retained earnings at beginning of year. 

29,507,000 

27,405,000 


Deduct cash dividends: 

Preferred stock $5.25 per share. 

Common stock $.80 per share. 

197,000 

1,697,000 

314,000 

1,705,000 


Retained earnings at end of year (note 5) . 

. $ 31,973,000 

$29,507,000 

Per Share 

Net earnings per common share. 

$ 1.96 

$ 1.79 

See accompanying notes 

to consolidated financial statements. 



CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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Consolidated balance sheet 

December 29, 1973 and December 31, 1972 



Assets 


1973 

1972 

Current Assets 

Cash. 

$ 2,902,000 

$ 2,272,000 


Notes and accounts receivable, less allowance for 
doubtful items of $497,000 (1972—$549,000) . . 

21,032,000 

19,747,000 


Inventories (note 2). 

31,235,000 

30,347,000 


Prepaid expenses. 

686,000 

670,000 


Total current assets. 

55,855,000 

53,036,000 

Investment 

Investment in non-consolidated subsidiaries 
and affiliates, at equity in net assets. 

1,453,000 

989,000 

Plant and 
Equipment 

Property, plant and equipment at cost, less 
accumulated depreciation and amortization (note 3) . 

16,122,000 

17,963,000 

Intangible and 
Other Assets 

Intangible assets at cost, less amortization (note 4) . 

Other assets. 

9,965,000 

921,000 

10,510,000 

981,000 



$84,316,000 

$83,479,000 

Liabilities and Stockholders' Equity 



Current Liabilities 

Installments on long-term debt (note 5). 

$ 1,626,000 

$ 920,000 


Notes payable. 

458,000 

1,188,000 


Accounts payable and accrued expenses .... 

13,890,000 

10,494,000 


United States, foreign and state income taxes (note 7) . 

1,191,000 

1,521,000 


Total current liabilities. 

17,165,000 

14,123,000 

Non-current 

Liabilities 

Long-term debt (note 5) . 

Deferred foreign exchange adjustment (note 6) 

20,265,000 

386,000 

21,636,000 

187,000 


Deferred income taxes (note 7). 

1,282,000 

1,509,000 


Minority interest. 

377,000 

310,000 


Other . 

81,000 

162,000 


Total non-current liabilities. 

22,391,000 

23,804,000 

Stockholders' 

Equity 

Capital stock (notes 9 and 10): 

Cumulative preferred stock. 

3,000,000 

5,967,000 


Common stock. 

9,787,000 

10,078,000 


Retained earnings (note 5). 

31,973,000 

29,507,000 


Total stockholders' equity. 

44,760,000 

45,552,000 


Commitments (note 11) 

$84,316,000 

$83,479,000 

See accompanying notes to consolidated financial statements. 
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Consolidated changes in financial position 

Years ended December 29, 1973 and December 31, 1972 




1973 

1972 

Funds Were 
Provided by 

Net earnings. 

Charges to earnings, principally depreciation and 
amortization, not requiring funds—net . 

$ 4,360,000 

2,162,000 

$ 4,121,000 

2,170,000 


Funds derived from operations. 

Disposition of plant and equipment, less 

accumulated depreciation. 

Sales of 4,700 (1972—35,833) shares of treasury stock 

Other . 

Decrease in working capital . 

6,522,000 

814,000 

72,000 

190,000 

223,000 

6,291,000 

385,000 

581,000 
28,000 


. 

$ 7,821,000 

$ 7,285,000 

Funds Were 

Used for 

Retirement of 29,667 shares of preferred stock . 

Cash dividends paid to stockholders. 

Reduction of long-term debt. 

Purchase of machinery, equipment and other 

productive facilities. 

Purchase of 22,400 (1972—20,000) shares of 

treasury stock. 

Increase in investments in non-consolidated 

subsidiaries and affiliates . 

Increase in non-current notes receivable. 

Increase in working capital 

$ 2,967,000 
1,894,000 
1,371,000 

679,000 

362,000 

464,000 

84,000 

$ — 

2,019,000 

916,000 

1,006,000 

498,000 

153,000 
267,000 
2,426,000 



$ 7,821,000 

$ 7,285,000 

Changes in 
Working Capital 

Increase (decrease) in current assets: 

Cash. 

Notes and accounts receivable. 

Inventories. 

Prepaid expenses. 

$ 630,000 

1,285,000 
888,000 
16,000 

$ (747,000) 
1,402,000 
(1,238,000) 
(81,000) 



2,819,000 

(664,000) 


Increase (decrease) in current liabilities: 

Installments on long-term debt. 

Notes payable. 

Accounts payable and accrued expenses . 

United States, foreign and state income taxes . 

706,000 

(730,000) 

3,396,000 

(330,000) 

3,042,000 

124,000 

(2,377,000) 

(1,566,000) 

729,000 

(3,090,000) 


Total increase (decrease) in working capital 

$ (223,000) 

$ 2,426,000 

See accompanying notes to consolidated financial statements. 

CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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Notes to consolidated financial statements 

(1) Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of all subsidiaries, except two wholly-owned 
subsidiaries in 1973 and three wholly-owned subsidiaries in 1972 which, in the aggregate, are not sig¬ 
nificant. The investments in the non-consolidated subsidiaries, a 45% owned company and a 20% owned 
company purchased in 1973, are carried at the Company's equity in their net assets, and the Company's 
share of net earnings, which are not significant, are included in other income. All significant intercompany 
items and transactions have been eliminated in consolidation and net earnings have been reduced by the 
portion of earnings applicable to minority share owners. 

Effective January 1, 1973, the Company adopted a fifty-two week reporting period. 

Certain 1972 costs and expenses have been reclassified to conform to the 1973 presentation. 

Translation of Foreign Currencies 

All foreign currency accounts are translated into U.S. dollars at exchange rates in effect at the end of 
each period for current assets and liabilities; at historical exchange rates for depreciation, amortization, 
and non-current assets and liabilities; and at average exchange rates during the year for income and 
other expense accounts. Exchange adjustments are normally charged or credited to operations as in¬ 
curred, except when effected by significant currency revaluations. In 1971 and 1973 the Company de¬ 
ferred portions of the exchange gain to offset the additional U.S. dollars which may be required to pay 
certain long-term debt. The deferred exchange gain is being amortized by the interest method over the 
remaining term of the debt. 

Property, Plant and Equipment 

Property, plant and equipment are carried at cost except for patterns, drawings, jigs, fixtures and small 
tools at several machinery operations which are carried at 1932 appraisal values on which no deprecia¬ 
tion is taken. Expenditures for replacement of these items are charged to operations as incurred. Depre¬ 
ciation of property, plant and equipment is computed generally on the straight-line method at rates which 
are sufficient to write off the cost of the assets over their estimated useful lives. Rates used are: building 
and building improvements, 2%-20%; furniture and fixtures and miscellaneous equipment, 4%-33!4%; 
machinery and equipment, 3%-20%; major machinery rebuilding costs are capitalized while mainte¬ 
nance and repairs which do not improve or extend the lives of the respective assets are expensed. When 
properties are retired or otherwise disposed of, the cost of the assets and the related accumulated depre¬ 
ciation are removed from the accounts. The resultant gain or loss, less salvage, is reflected in earnings. 

Inventory Valuation 

Inventories are valued at the lower of first-in, first-out cost or market. 

Amortization of Intangible Assets 

Amortization of identifiable intangible assets is computed on the straight-line method at rates which are 
sufficient to write off the cost over their estimated useful lives. Rates used for contracts, formulae, trade¬ 
marks, etc., are 6%-20% and for patents and patent rights, 6%-13%. The costs of acquisitions in excess 
of tangible and identifiable intangible assets acquired which originated prior to 1971, aggregating 
$5,016,000, are not being amortized, as in the opinion of management no permanent loss in value has 
occurred. Such costs arising subsequent to 1970, aggregating $1,347,000 at December 29, 1973 and 
$1,337,000 at December 31, 1972, are being amortized by the straight-line method over a period of 
forty years. 

Income Taxes 

Deferred taxes are provided in the financial statements to compensate for significant timing differences, 
principally depreciation. The Company follows the deferred method of recording the investment tax 
credit, whereby its effect on net earnings is amortized over the useful lives of the related property, plant 
and equipment. The unamortized balances at December 29, 1973, $241,000 and at December 31, 

1972, $290,000, are included in deferred Federal income taxes. No significant United States or foreign 
income taxes would be payable on the distribution of earnings of foreign subsidiaries. 

Pensions 

Pension costs are accounted forand funded in accordance with generally accepted actuarial methods which 
provide for the payment of current service costs plus the amortization of past service costs over periods 
not exceeding thirty years. 

Research and Development 

Expenditures for research and development costs are charged to operations as incurred ($2,900,000 in 

1973, $2,400,000 in 1972). 
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Earnings Per Share 

The computation of earnings per common share is based on the weighted average number of shares 

outstanding each period after deducting from net earnings the preferred dividend requirements. The 

earnings per share calculation does not reflect shares reserved for stock options, since the effect of such 

inclusion would not be material. 

(2) Inventories 

Dec. 29, 

Dec. 31, 


1973 

1972 

Finished goods and manufactured parts. 

$21,962,000 

$22,135,000 

Work in process. 

3,417,000 

4,168,000 

Raw materials and supplies. 

5,856,000 

4,044,000 


$31,235,000 

$30,347,000 

(3) Property, Plant and Equipment 

Dec. 29, 

Dec. 31, 


1973 

1972 

Land. 

$ 975,000 

$ 959,000 

Building and building improvements. 

10,612,000 

10,795,000 

Machinery and equipment. 

18,699,000 

19,922,000 

Machinery leased to customers. 

477,000 

564,000 

Furniture and fixtures and miscellaneous equipment .... 

2,432,000 

2,505,000 

Patterns, drawings, jigs, fixtures and small tools. 

1,286,000 

1,286,000 

Construction in progress. 

412,000 

344,000 


34,893,000 

36,375,000 

Less accumulated depreciation and amortization. 

18,771,000 

18,412,000 


$16,122,000 

$17,963,000 

(4) Intangible Assets 

Dec. 29. 1973 

Dec. 31 

, 1972 

Accumulated 


Accumulated 

Asset amortization 

Asset 

amortization 

Contracts, formulae, trademarks, 
etc.$ 4,259,000 $ 955,000 

$ 4,259,000 

$ 508,000 

Patents and patent rights . . 1,332,000 918,000 

1,344,000 

856,000 

Cost of acquisitions in excess of 
tangible and identifiable 

intangible assets acquired . . 6,363,000 116,000 

6,353,000 

82,000 

$11,954,000 $1,989,000 

$11,956,000 

$1,446,000 

(5) Long-term Debt 

Long-term debt is summarized as follows: 

Dec. 29.1973 

Dec. 31.1972 

Notes under revolving credit agreement payable in twelve equal 
quarterly installments beginning October 31, 1974 .... 

$ 9,600,000 

$ 9,600,000 

9.75% senior notes payable in semiannual installments of 

$133,000 from 1975 through 1991. 

4,400,000 

4,400,000 

7% sinking fund note payable due in annual installments of 

$265,000 until 1982 . 

2,380,000 

2,645,000 

7% and 8% notes, $1,320,000 payable in ten annual installments 
of $132,000 through 1983, and $660,000 payable in 
installments of $68,000 annually commencing in 1973 with 
the final installment of $48,000 due in 1982 . 

2,028,000 

1,980,000 

7.85% notes due in installments ranging from $60,000 to 

$160,000 from 1976 through 1989 . 

1,500,000 

1,500,000 

7.15% notes due in equal installments from 1973 through 1978 

995,000 

1,195,000 

4% to 7% notes maturing through 1980 . 

988,000 

1,236,000 

Total long-term debt. 

21,891,000 

22,556,000 

Less current installments of long-term debt. 

1,626,000 

920,000 

Long-term debt, excluding current installments .... 

$20,265,000 

$21,636,000 
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The aggregate annual maturities of long-term debt are $4,238,000 in 1975, $4,451,000 in 1976, $3,418,000 
in 1977, $1,240,000 in 1978, with the balance payable through 1991. 

The revolving credit agreement with four banks has an interest rate of %% in excess of the prime rate. 
Certain of the note agreements impose restrictions on the Company with respect to short- and long-term 
debt and working capital levels. These restrictions are not expected to adversely affect the Company's 
operations. The 9.75% senior notes agreement also imposes restrictions on the payment of cash divi¬ 
dends. Unrestricted retained earnings amount to $6,900,000 at December 29, 1973 and $4,700,000 at 
December 31, 1972. 


(6) Foreign Currency Translation 

Unrealized foreign currency translation gains deferred and reflected in earnings are as follows: 

1973 

Total. $420,000 

Deferred, applicable to long-term debt. 240,000 

Net credited to earnings. 180,000 

Amortization of deferred. 46,000 

Total credited to earnings. $226,000 


1972 
$ — 


43,000 

$43,000 


The amount by which long-term debt translated at historical rates would increase if translated at the 
prevailing rates at December 29, 1973 and December 31, 1972 approximates $1,200,000 and $625,000, 
respectively. 


(7) United States, Foreign and State Income Taxes 


Income taxes are comprised of the following for the years ended December 29, 1973 and December 31, 
1972: 

(a) 1973: 



United States 

Foreign 

State 

Total 

Currently payable. 

$3,070,000 

$359,000 

$502,000 

$3,931,000 

Deferred taxes. 

(17,000) 

20,000 

— 

3,000 

Amortization of investment credit 

(80,000) 

— 

— 

(80,000) 


$2,973,000 

$379,000 

$502,000 

$3,854,000 

(b) 1972: 

Currently payable. 

$3,243,000 

$ 13,000 

$526,000 

$3,782,000 

Deferred taxes. 

(113,000) 

280,000 

— 

167,000 

Amortization of investment credit 

(80,000) 

— 

— 

(80,000) 


$3,050,000 

$293,000 

$526,000 

$3,869,000 


Deferred income taxes, in excess of amounts required, aggregating $400,000 are included in current tax 
liability, of this amount $150,000 was transferred in 1973 and $250,000 in 1972. 


The effective income tax rates were as follows: 


1973 1372 

United States and foreign.43.7% 45.0% 

State (net of United States tax benefit).3.2 3.4 

Total. 4679% 48.4% 


The effective United States and foreign rates differ from the statutory United States rate of 48% due to 
a number of net adjustments to reflect taxable income, none of which are material. 

The Company’s consolidated tax returns have been examined by the Internal Revenue Service through 
December 31, 1970. 


(8) Pensions 

The Company and its subsidiaries have non-contributory pension plans covering substantially all em¬ 
ployees. Total pension expense aggregated $1,266,000 in 1973 and $1,263,000 in 1972. As of January 
1, 1973 and January 1, 1972, the actuarially computed value of vested benefits exceeded the sum of the 
pension fund assets, valued at cost, plus the balance sheet accrual for pensions by approximately 
$2,047,000 and $2,080,000, respectively. 


(9) Capital Stock 

There is authorized 250,000 shares of no par value non-voting cumulative preferred stock. These shares 
are redeemable, in whole or in part, at the option of the Company at $100 per share plus accrued divi¬ 
dends. The annual dividend rate per share of each preferred series is $5.25, which increases to $10 per 
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share on January 1, 1976 and on January 1, 1977 for Series B and Series C, respectively. Issued and 
outstanding shares are summarized as follows: 

Dec. 29. 1973 Dec. 31. 1972 


Series 

No. of 
shares 

Amount 

No. of 
shares 

Amount 

A 

_ 

$ — 

19,667 

$1,967,000 

B 

10,000 

1,000,000 

20,000 

2,000,000 

C 

20,000 

2,000,000 

20,000 

2,000,000 


30,000 

$3,000,000 

59,667 

$5,967,000 


There is authorized 4,000,000 shares of common stock with a par value of $5 per share. The changes in 
the issued and outstanding shares during 1973 and 1972 are summarized as follows: 

, „ ., . , Paid-in 

_ Issued _ Heldjntreasury additional 



Shares 

Amount 

Shares 

Amount 

capital 

Balance December 31, 1971 

2,181,364 

$10,907,000 

65,490 

$ 920,000 

$ 7,000 

Shares purchased . 

Shares sold under stock 

— 

— 

20,000 

498,000 

— 

option plans .... 

— 

— 

(35,833) 

(581,000) 

1,000 

Balance December 31, 1972 

2,181,364 

10,907,000 

49,657 

837,000 

8,000 

Shares purchased . 

Shares sold under stock 

— 

— 

22,400 

363,000 

— 

option plans .... 

— 

— 

(4,700) 

(71,000) 

1,000 

Balance December 29, 1973 

2,181,364 

$10,907,000 

67,357 

$1,129,000 

$ 9,000 


(10) Stock Options 

Under 1966 and 1970 Qualified Stock Option Plans, expiring in 1976 and 1980, options can be granted 
to officers and certain key employees to purchase 100,000 shares of the Company's common stock 
under each plan at prices not less than 100% of the market value on the date of grant. Options are ex¬ 
ercisable on a cumulative basis between two and five years from the date granted. Under amendments 
to the plans adopted as of October 31, 1972, non-qualified options and stock appreciation rights may 
also be granted. Both non-qualified options and stock appreciation rights may be exercised for a period 
of up to ten years. 


Changes during 1972 and 1973 in shares under options are summarized as follows: 

Price per share 



Range 

Average 

Shares 

Outstanding at December 31, 1971 

. . . $10.63—22.25 

$16.88 

103,867 

Granted. 

. . . 21.75 

21.75 

1,500 

Exercised. 

. . . 15.44—18.56 

16.23 

(35,833) 

Lapsed . 

. . . 15.44—16.75 

16.57 

(17,000) 

Outstanding at December 31, 1972 

. . . 10.63—22.25 

17.38 

52,534 

Granted. 

. . . 9.75—13.75 

13.03 

59,400 

Exercised. 

. . . 10.63—16.88 

15.28 

(4,700) 

Lapsed . 

— 

— 

— 

Outstanding at December 29, 1973 

. . . 9.75—22.25 

15.06 

107,234 

Summary of options exercisable and available for grant is as follows: 


No. of 


Exercisable 


shares 




available 


No. of Per share 


for 


shares Range 

Average 

grant 

December 31, 1972 . 

18,032 $10.63—22.25 

$17.49 

108,500 

December 29, 1973 . 

32,330 15.50—22.25 

17.78 

49,100 


(11) Commitments 

The Company and its subsidiaries occupy certain manufacturing facilities and sales offices and use certain 
equipment primarily under “finance" lease arrangements. 
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A summary of minimum rental commitments under noncancellable leases follows: 

Type of property 


Year 

Real 

property 

Plant 

machinery 

Total 

expense 

1974 . 

$1,400,000 

$346,000 

$1,746,000 

1975 . 

1,290,000 

313,000 

1,603,000 

1976 . 

1,328,000 

173,000 

1,501,000 

1977 . 

1,322,000 

132,000 

1,454,000 

1978 . 

1,317,000 

124,000 

1,441,000 

1979-1983 . 

4,218,000 

117,000 

4,335,000 

1984-1988 . 

2,947,000 

— 

2,947,000 

1989-1993 . 

1,341,000 

— 

1,341,000 


All leases expire prior to 1994. Real estate taxes, insurance and maintenance expenses are obligations 
of the Company and are not included in the above tabulation. It is expected that in the normal course of 
business, leases that expire will be renewed or replaced by leases on other properties; thus, it is anticipated 
that future minimum lease commitments will not be less than the amounts shown for 1974. 

A summary of the present value of "finance" lease commitments follows: 

Interest rate 
used in present 

value computation Present value of 




Weighted 

lease commitment 


Range 

average 

1973 

1972 

Real property . 

. . 3%%— 8V 2 % 

7.1 % 

$ 9,051,000 

$ 9,534,000 

Plant machinery . 

. . 5%—6%% 

5.6% 

1,058,000 
$10,109,000 

1,376,000 

$10,910,000 


The capitalization of leases would not have significantly influenced net earnings for the years ended 
December 29, 1973 and December 31, 1972. 

Included are leases covering plants and equipment owned by Company pension trusts with average 
annual rentals of $786,000 and renewal options at substantially lower rentals. The major remaining plant 
leases contain renewal options ranging from 5 to 25 years. 

A summary of rent expense for the years ended December 29,1973 and December 31, 1972 is as follows: 

1973 1972 

Noncancellable leases: 


Real property.$1,254,000 $1,179,000 

Plant machinery. 392,000 479,000 

1,646,000 1,658,000 

Cancellable leases. 1,044,000 1,079,000 

Total.$2,690,000 $2,737,000 


Accountants' Report 

THE BOARD OF DIRECTORS AND STOCKHOLDERS 
CROMPTON & KNOWLES CORPORATION: 

We have examined the consolidated balance sheets of Crompton & Knowles Corporation and con¬ 
solidated subsidiaries as of December 29, 1973 and December 31, 1972, and the related consolidated 
statements of earnings and retained earnings and changes in financial position for the years then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial 
position of Crompton & Knowles Corporation and consolidated subsidiaries at December 29, 1973 and 
December 31, 1972 and the results of their operations and the changes in their financial position for the 
years then ended, in conformity with generally accepted accounting principles applied on a consistent 
basis. 

February 4, 1974 Y 

Newark, New Jersey / / 
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Record of growth 

10 years ended December 29, 1973 




1973 

1972 

1971 

Operations 

Net sales. 

• $122,863,000 

121,686,000 

79,276,000 


Earnings before income and state taxes 

. $ 8,214,000 

7,990,000 

3,795,000 


United States, foreign and state income taxes . 

. $ 3,854,000 

3,869,000 

1,543,000 


Net earnings. 

. $ 4,360,000 

4,121,000 

2,252,000 


Net earnings as a per cent of sales 

3.5 

3.4 

2.8 


Dividends paid on common stock .... 

. $ 1,697,000 

1,705,000 

1,693,000 


Depreciation and amortization. 

. $ 2,272,000 

2,404,000 

1,790,000 


Financial 

Current assets. 

$ 55,855,000 

53,036,000 

53,700,000 

Position 

Current liabilities. 

$ 17,165,000 

14,123,000 

17,213,000 


Working capital . 

$ 38,690,000 

38,913,000 

36,487,000 


Ratio of working capital. 

3.3 

3.8 

3.1 


Long-term debt . 

Capital expenditures (excluding amounts acquired 

$ 20,265,000 

21,636,000 

22,552,000 


with businesses purchased and facilities 
sold and leased back from pension trusts) . 

$ 679,000 

1,006,000 

1,767,000 


Stockholders' equity. 

$ 44,760,000 

45,552,000 

43,399,000 


Other 

Statistics 

Per share of common stock: 

Net earnings . 

. $ 1.96 

1.79 

1.04 


Dividends paid . 

. $ .80 

.80 

.80 


Working capital . 

• $ 18.30 

18.25 

17.19 


Stockholders' equity . 

. $ 19.75 

18.57 

17.68 


Average shares outstanding. 

2,120,191 

2,130,707 

2,115,724 


Net earnings as a per cent of common 
stockholders' equity at beginning of year . 

10.5 

10.2 

6.0 


CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1970 

1969 

1968 

1967 

1966 

1965 

1964 

77,482,000 

84,852,000 

76,011,000 

66,120,000 

66,143,000 

62,002,000 

52,354,000 

5,616,000 

7,612,000 

6,670,000 

4,675,000 

5,889,000 

6,925,000 

6,346,000 

2,460,000 

3,968,000 

3,656,000 

2,346,000 

2,966,000 

3,767,000 

3,655,000 

3,156,000 

3,644,000 

3,014,000 

2,329,000 

2,923,000 

3,158,000 

2,691,000 

4.1 

4.3 

4.0 

3.5 

4.4 

5.1 

5.1 

1,711,000 

1,691,000 

1,652,000 

1,636,000 

1,605,000 

1,385,000 

1,164,000 

1,739,000 

1,769,000 

1,511,000 

1,373,000 

1,291,000 

1,221,000 

1,167,000 


39,073,000 

36,485,000 

36,666,000 

32,708,000 

31,637,000 

28,738,000 

26,544,000 

15,339,000 

13,519,000 

14,580,000 

11,625,000 

11,559,000 

9,430,000 

8,228,000 

23,734,000 

22,966,000 

22,086,000 

21,083,000 

20,078,000 

19,308,000 

18,316,000 

2.5 

2.7 

2.5 

2.8 

2.7 

3.0 

3.2 

8,484,000 

7,330,000 

7,309,000 

3,769,000 

4,062,000 

4,556,000 

5,070,000 


3,884,000 

2,052,000 

2,986,000 

1,440,000 

1,971,000 

1,978,000 

1,445,000 

16,885,000 

35,908,000 

33,123,000 

31,629,000 

30,237,000 

28,858,000 

28,180,000 


1.48 

1.69 

1.46 

1.13 

1.46 

1.59 

1.39 

.80 

.80 

.80 

.80 

.80 

.70 

.60 

11.22 

10.68 

10.68 

10.24 

10.03 

9.66 

9.30 

17.44 

16.70 

16.02 

15.36 

15.11 

14.44 

14.31 

2,138,999 

2,152,999 

2,064,536 

2,060,186 

2,002,970 

1,981,128 

1,940,384 

8.8 

11.0 

9.5 

7.7 

10.1 

11.2 

10.1 


Amounts per share are stated after appropriate adjustments for the stock split 
effective March 29, 1966 and for the number of shares held in treasury. 
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Record of growth 

10 years ended December 29, 1973 
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